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Good afternoon. {names or titles].

My name is John Shemo and I am here on behalf of the Connecticut Capitol Region
Growth Council, which is the lead economic development organization for the 29-town
MetroHartford region. I serve as the agency’s Executive Vice President.

[ am pleased to have this opportunity to testify before you in favor of the Travelers Group
proposal to acquire Citucorp. There are two reasons that we at the Growth Council support this
merger. The first is job preservation and growth. The second is Travelers’ long history of —
and. we believe, even stronger prospects for — being a good corporate citizen in our COImmunity.

The mission of the Growth Council is to boost the local economy by fostering job growth
in MetroHartford. It is our opinion that the Travelers/Citicorp merger would not only preserve
the thousands of jobs these companies currently provide in MetroHartford, but also would offer
the potential of expanding the local employment bases of the two companies.

Travelers has always been a key employer for MetroHartford. Before the company’s
earlier merger with Primerica, about 6,000 Travelers’ jobs were lost and thousands more were at
serious risk. Since that merger. the company has reversed this situation, returmed to profitability
and begun to grow its workforce again. The Travelers Group now employs roughly 7,000 people
in Hartford. Plus, another 2.000 jobs were saved by Travelers selling its health benefits
operations to another insurer.

In effect, Travelers’ practices of strategic acquisition and restructuring has preserved

9,000 jobs for MetroHartford residents.



Separately, the Growth Council recently completed successful negotiations to bring a
Citicorp in-bound call center to MetroHartford. This customer service center will employ
between 550 and 600 people. We believe that the Travelers/Citicorp merger will have a positive
impact on this operation as well, as the two companies begin cross-selling their products through
telemarketing efforts. As the company’s customer base expands, so, too, should the call center.

The second reason that the Growth Council supports this merger is, as I said, because of
Travelers’ strong track record in our community. We believe that, as a larger company, its
ability to promote the region’s economic development will be enhanced.

Travelers was an original incorporator of and investor in the Growth Council. The
company is again funding our efforts this year.

There are several other examples of Travelers’ community support, of which I will cite
just two.

Travelers currently provides the use of its Education Center to the University of
Connecticat as a downtown campus. We view this as a first step in creating an even larger
Downtown Hartford higher education center, combining course offerings from many of the local
colleges and universities. The higher education center is high on our list of projects that would
both draw more people downtown and benefit the city’s current employers and workers.

Riverfront Recapture, which has revitalized recreational activities on the Connecticut
River, also has been a recipient of Travelers’ generosity. To date, the company has invested
more than $1.1 million in Riverfront programs, which give new life to the region and attract both
residents and visitors to Hartford, East H{irtford, and other towns along the river.

It is our opinion that the Travelers/Citicorp merger would serve the best interests of the
MetroHartford region. We urge you to consider it favorably.

Thank you.
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Statement By
F. Peter Libassi, President
Children’s Fund of Connecticut, Inc. -
Before the
Federal Reserve Bank of New York
Travelers Group and Citicorp
June 25, 1998

My name 1s I, Peter Libassi. [ am a Travelers retiree and a Travelers shareholder.

[ am here today in my capacity as President of the Children’s Fund of
Connecticut. Inc.. a grant making foundation. The leadership role played by the Travelers
Corporation in the establishment of this foundation and the public benefits which have
followed are the subject of my statement.

What are the most important health needs facing Hartford’s children?

[n 1992, the Newington Children’s Hospital, in Newington Connecticut, an
orthopedic hospital, proposed that it close and reopen as a specialized children’s hospital
in the City of Hartford. In reviewing the health needs of chiidren in the City of Hartford.
the Travelers saw a serious need for primary and preventive health care services. The
issues which appeared to be most in need of attention were teen age pregnancy, pre-natal
care, low birth weight and premature babies, immunization, well baby check-ups. quality
early child care and the prevention and identification of developmental delays and
deficiencies. Travelers raised the question of whether in fact a high tech specialized
hospital as proposed would actually address the health needs of city children.

Travelers launches studv of chiidren health needs.

With this question as its focus. Travelers announced that it would fund an
independent study of child health needs. Thereafter, other corporations in the Greater
Harttord area asked to join project. The study completed by Lewin/ICF and Associates
concluded that a children’s hospital was in fact needed, albeit a much smaller hospital
than was originally proposed. However. in addition, the study concluded, as Travelers
had argued. that the health needs of the children of Hartford would only be served if a
serious campaign were launched focused on primary and preventive health care for
children.

Addressing the need for primary and preventive health care services.

As a result, the Children’s Fund of Connecticut was established with a leadership
grant from the Travelers Corporation of $1 million dollars. With gifts from other
corporations and area hospitals this Fund has grown to $17 million doilars. It is the
mission of the Fund to support community-based primary and preventive health care
initiatives in Connecticut, primarily tocused on underserved children, in order to improve
the quality of their lives.




The Children’s Fund focus;
Early childhood development

Training for those who provide care for children
The Board of the Fund decided to focus its attention on early childhood

development, the prevention of developmental delays and deficiencies, and on the linking
of health and child care services. Before committing its resources to these issues, the
Fund undertook an extensive information gathering effort.

This drive included a study by the Yale Bush Center, interviews with over 350 of
the most knowledgeable representatives of public and private agencies, and five
independent focus group sessions.

From this information, the Fund’s Board reached several conclusions, one of
which provided that: There is an immediate need for a statewide education, information
and training capacity focused on primary and preventive care for children.

Based on this conclusion, the Board agreed to establish a statewide Training
Academy which would help those who provide care and services for children to:

eLearn of recent research findings related to children’s health, and to

eAccelerate the application of this knowledge and best practices in child care.

The Role of the Training Academy

As an example of the “catalyst” role made possible by the Travelers leadership, in
1997, the first assignment for the Training Academy was to initiate the formation of a
consortium of four state agencies and three private organizations to launch a statewide
training program in best practices for child care providers.

The Department of Social Services (DSS), the State Department of Education
(SDE), the Connecticut Commission on Children (CCC), the University of Connecticut
Heaith Center’s AHEC Program, Wheeler Clinic, Connecticut Charts-A-Course (CCAC)
and the Children’s Fund joined forces and resources.

Within less than five months, in March of this year, twenty-one training sites
were identified, and contracts were approved for the training of over 1600 home care
providers following an approved curriculum to be delivered by approved faculty.

In addition, funds were set aside to finance 1800 voluntary onsite visits with home
care providers by approved consultants.

This public-private partnership combined $200,000 from the Children’s Fund
with $620,000 in resources and talents from four state agencies to launch Connecticut’s
first large scale statewide training program for child care providers. In September, over
10,000 children will reap the benefit of being under the care of providers who are
receiving the very finest in child care training.

There is no question that these activities would not now be underway if it had not
been for the leadership and foresight of the Travelers Corporation.

Thank you.

—-‘
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Background:

The best known microenterprise peer lending program in the world is the Grameen Bank tn
Bangladesh. It was founded in 1976 by US trained economist, Dr. Muhammad Yunus, to
offer access to credit to the poorest of the poor who had no collateral except their
willingness to be seif-employed. The extraordinary success of Grameen , which now has
more than 2 million borrowers and creates a lending cycle in excess of 25 million U.S.
dollars, has spawned replication efforts around the world.

In the United States, there are forty loan funds based on the Grameen model, the most
successful of which is Working Capital, headquartered in Cambridge Massachusetts. In
addition to Florida, Working Capital has office Hubs in Maine, Vermont, New Hampshlre
Delaware, Massachusetts, Metropolitan Boston, Atlanta and Russia.

Working Capital Florida was one of seven national agencies who received the first
Presidential Award for Excellence in Microenterprise Development, presented by President
and Mrs. Clinton.

Economic Impact:

Even the smallest businesses can become increasingly productive with access to those
advantages enjoyed by larger companies, namely, access to capital, sales leads and business
connections, practical business education and support from peers. At the $500 loan level,
microenterprise borrowers in the United States report an increase in monthly sales between
50% and 100%. Microenterprise peer lending has demonstrated that increased sales for

member-owned businesses recycles for greater economic growth, employment and
community revitalization.

Funding:

Working Capital / Partners for Seif~Employment obtains loan funds from local and regional
banks. Initial funding for program operations came from the state of Florida Hurnicane
Andrew Trust Fund Metropolitan Dade County’s Department of Business and Economic
Development Metro Miami Action Plan (MMAP).  Other funding comes from private
foundations, corporations and individuals.




WORKING CAPITAL FLORIDA

Partners for Self-Employment

Business Credit and Training for the Self-Employed

Working Capital Florida is a nonprofit corporation dedicated to providing the self-err_xgloyed with
access to credit, loans, business training and peer support. Through the program participants can:

« obtain a business loan of $500 to $5,000
build a credit record
o develop stronger business skills
e meet and share ideas with other business owners

Small Business Owners:
» join a Business Loan Group of 6 to 10 persons

e apply directly to their Group for loans (The Group reviews loan applications and decides
which to approve.)

» repay their loans to Working Capital Fionda
e participate regularly in business training and networking events

Types of Businesses:

Members can use loans to start and operate a variety of businesses including: arts and crafs,
beauty and hair care, business services; clothing; education; entertainment; food services; health
services; home services, import/export; etc

Who can Join:

Any US citizen or resident alien who owns a business or intends to start a business may join
Working Capital Florida. Minority groups are welcome.

How to Join:

Interested borrowers can contact participating community organizations, business associations,
social agencies and universities, as well as civic and religious groups in Dade County.

Working Capital Florida
(305) 670-7411 (phone)
(305) 670-7419 (fax)

9200 South Dadeland Boulevard Suite 103 Miarmu, FL 33156

[



A Few Facts
As of June 1, 1998

Program Founded: 1994

Communities Served: Dade County: Allapattah, Carol City, Little Hait,
Little Havana, North Miami, North Miami Beach,
Modet City, Opa-Locka, Overtown, Perrine, Kendalt,
Coconut Grove, Princeon, Florida City, Goulds,
Homestead, Richmond Heights and South Miami

Heights.
Total Number of Members: 348
Total Number of Borrowers: 274
Number of Loan Groups Formed: 57
Total Number of Loans: 397
$ Value of Loans Disbursed: $289,600
Average Loan Size: $729.47
Average Loan Term: 7.76 Months -

Working Capital Florida Loan Fund Participants

Central Bank
Chase Manhattan Bank
Citicorp Foundation
City National Bank of Florida
Commercebank, N A.

First National Bank of Homestead
First National Bank of South Miami
Helm Bank
Sun Trust Bank, Miami, N A.
United National Bank

3000 Biscayne Blvd., Ste 101A ¢ Miami, Florida 33137
Phone (305) 438-1407 + Fax (305) 438-1411
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Working Capital’s name says it all

National program
offers start-up loans
as small as $500

By FRAN BRENNAN
Heraid Stafi Writer
or James Rowells, a ing
family meant growing bills —
bills he found more and more
difficult to cover with his weekly
P g o it
ting as & painter
ve him extra income, and a taste
gr scif-employment. Bu! wtlh lml.e
credit and less hope
small-business loan, kncw:t
would be years before he might
become his own boss.
Elm hg hldnocbuoe.Aher
nwg.theungle mol.heroftwom
estchester turned her sideline,
teaching CPR and other nfﬂy
classes, into a home-based business.

Bot Rowellsdeuspo
up mhthmr ﬁmﬂle or m
independence from

ul a national
verysmallloa ?ommossooom
verysmallbusmm— and

bother with, Borrowers pay 12 per-
cent nterest on their loans, a rat
comparablc to those charged by

banks. .
Working Capital, which got its

This has helped my
USIness
remendously.

Yhat I'm looking

it now s

ong-range goals.

"m looking to buy a
gger truck later
n, after I make
igger loans. Now,
'm really looking to
he future.’

JAMES ROWELLS, -
peinter

AANDY BATEMORE / Horaid Stall

start in Massachusetts in 1990, now
helps businesses in 10 states. The
Dachoun chapter began loaning
mone 994 and has almdy

peg about 300 people work their
way toward 2 better future.

“And we're scratching the
surface,” said l‘m eyer execu-
tive dircctor of the p. “We

really hope to reach thousands ol
borrowers, not just a few.

For peoplc like Rowells and
Crespo, Working Capltal provides

letn%hansms , enough for

Crespo to buy ber own dcmonnn-
tion dummics rather than pa
reat them. Enough for to
buy costly brushes, put a downr&
mem ona pmsuu
word-of-mouth

ldvemsa i-le now b to
become Ilz?;m bgg muchm

church. “This has helped my busi-
ness tr:tmmdm{zng What le
Sooki now is -Tange

I'm loohu :lﬁg—m buy a bigger truck
later I make bigger loans.

Now, I'm rcally looking to the
future.”

The idea for such loans n in
Baugladesh in the 1970s, where a
similar program has helped mllllons

' :ﬂxu Americans (0

B For more information about
Working Capital and loans for
\

start-up businesses, cal
Moyer a {305) 670-7411.

of poor peoplec — most of them
womr en Eﬂ' mc‘t{s;ecnre fi nancmi_
ooting. rey ¢, a veteran o
the Peace , founded Working
ital in the United States.

ident and Mrs. Clinton are

bl; fans and consider microcredit
of the country’s best means for

off welfare
business. At f rst Micro-

credit Summit, last month in Wash-
ington, Ashe received one of the first
Preﬁdentul Awards for Excellence

Microenterprise.
ln Dade, money for the loans
from a consortium that
mcludes Citibank, SunTrust Bank
and Commercebank, among others.
Money to rua the program comes
from another group, whose mem-
bers include the Beacon Council and
the MacArthur Foundation,
Although individuals get loans for
th:: bglw-d;:g busmases. botrowers
m toa
These groups meet regularly tom
vusiness tips, offer advice and
ensure that everyone can make their

loan payments.

If cne person defaults, the entire
group pays. So far, Workmg Capi-
tal’s repayment fate is 98 percent.

“The reason this works is because
people arc entrusted to revucw the
Eapcrwork of their peers,” said

ine Black, executive director of
Dade’s Toois for Change. Her office
is one of several affiliates of Work-
ing Capital. The affiliates — mostly
agencics helping inner-city and low-
income communities — identify
possible borr?'wers h:elpl organize
groups, provide technical training
and adml:mster the loans.

Tools for Change, an affiliate
since 1919‘: arprts Dade.}_‘he
agency ns outstanding
and Ins paid back 20.

In its 19 groups, there
are running lawn services,
ing services, medical-

bilhn; and hair-care busmesscs

make some mnna or themselves
and u}rz care of their r"]“"'?k Its
ust a fantastic program. t makes a
'Luge difference.

Elisa C can attest 1o that.

“Now 1 bave the flexibility to
make & living for my family and
spend time with my children,” she
said. “I couldn’t have done this
without it.”

‘Now I have the
flexibility to make a
living for my
family and spend
time with my
children. I couldn’t
have done this
without [Working
Capital].’

ELISA CRESPO,
safety instructor
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Small loans, big results

on 8 loan.

I o e rmng  MICROCREDIT PROGRAMS . iar oo o
‘effoct have caused Loansaslittleas $500  blacks and Hispanics.
‘alarm %qz;n P;[uch to spawn eatrepreneurs and '{zgga!vhol;c-v k lch:
[ apl- b N

{talism,” which not an alternative to poverty. $500 loan in 1994 into

ohly thrived on bad ~
logns to friends of those in power, but
mdtf: the rich richer while further mir-
-l € poor in poverty. - .

‘ lia-s’{ct another financial philosophy
‘frem Asia promises just the opposite, an
.antidote to savage capitalism. Microcre-
- dit programis, in which tiny amounts are
‘lent .to nontraditional borrowers, have
;Fr_ov_ed to be an exceptionally sound
-lefiding practice while encouraging the
. podr to build businesses and income.

* A year ago a Microcredit Summit in
_Washin;ton, D.C,, rallied 3,000 people
from 137 countries toward the goal of
reaching 100 million poorlc, wpeciall‘y
women, with these tiny loans for self-

employment by 2005. That’s an ambi-

tious stretch from the cight million to 10
million people worldwide now in micro-
credit pi

it prograrus.

. Pioneered by Muhammad Yunus and
fis Grameen in Bangladesh, the
milcrocredit concept has spread and
ad — even to urban South Flonda.
Working Capital Florida, a local non-
profit group patterned on the Grameen
Hddel, serves some 350 businesses in
‘Mlami-Dade. Loans average $725
%qt_tcrpationally it's $150) and are paid

3ck in less than a year. Borrowers are
Jorganized into groups, each with a busi-
fess adviser. The entire group must
approve every microloan to individual
‘members. Default rates are extraordi-
narily low, because no group member
gets more credit should another default

Alvi's Take Out and
Catering in Naranja. She now is expand-
ing with a $50,000 foan through the U.S.
Small Business Administration. The
beauty of microcredit, Ms. Lucas says,
“is not just the loans but the education
about business.”

A new three-year, $450,000 grant
from the Mott Foundation will allow
Working Capital Flonda to expand its
good work into Broward and Palm
Beach, says Kathleen Gordon, its presi-.
dent. Support from other private
sources, commercial banks, and state
and federal governments would help the
group grow further. .

Certainly the goal is worthy. Working
Capital Florida and other microcredit
programs push economic opportunity
toward the peopic who need 1t most. As
Ms. Gordon aptly suggests: “The real
economic engine will be from the bot-
tom up, not from the top down.”




MICROCREDIT, FROM T8

United States
have little in common ecconomi-
cally, Yunus says the underlying
principles that make the Grameen
model a success still apply here.

“A Lliny success in the first
round [resulting from the first
small loan) gives you the energy to
take bigger challenges,” Yunus
said. “You get 8 boost in self-
esteem.”

For exampic, the bamboo
weaver was making just 2 cents &
day when Yunus met her in 1976.
But she used her tiny loan to go
into business for herself and her
income jumped to $1.25 daily.
When Yunus returned to visit ber
years Iater, he found she had built
a house and educated her chil-
dren.

That same mode! has real
potential in the United States,
Yunus says. He first saw it in
action in Arkansas. President
Clinton, then the state’s governor,
invited him to Arkansas to start &
Grameen model in the 1980s.

The resulting Good Faith Fund
continues to this day. “I've scen
how little towns accepted it in
ncighborhood after neighbor-
hood,” Yunus said. “When the
moncy comes, creative minds
start 1o tick.”

In Bangladesh, 94 percent of
Grameen's borrowers are women,
and poor women now are the tar-
get of most microcredit programs
arcund the world. But that wasa't
Y:nus' original idea.

Initially, he set about assuring
that 50 percent of Grameen's bot-
rowers were women. It took six
years to achieve that goal.
“Women said, ‘Don’t give us
money; give it to our husbands,” "
he says.

But then Yunus started to
notice an interesting phenome-
non; Money that went to the fam-
ily through the woman was much
more beneficial (o the family unit.
Nutrition improved; the children
went to school; shelter improved.

“The women demonstrated
long-term vision, and were more
cautious with the money,” he
says. “The men were more inter-
ested in having a good time jn the

L

At that point, Grameen
switched emphasis, giving more
priority to loans to women. “We
lent to women with no experience
with money, with po experience in
business,” Yunus says. “They
were scared, but over time they

became good businesswomen,”

That's why he’s hopeful for'

microcredit's application to the
re reform process. But, he
says, in the United States myriad
ng requirements and other
regulations act as barriers for
small-scale entreprencurs,

given a one- or (wo-year waiver
that frees them from regulatory
requirements. “Allow this bridg-
ing time until they come up to a

certain level,” he proposes, “and
then have them come into the
mainstream. Government's role
should be creating an cnabling
environment.”

The microcredit movement is
gaining steam in Florida,

Kathieen Gordon led a Miam
group to Bangladesh in 1994 1o
observe Grameen Bank’s opera-
tions. The group was so inspired
that it formed Working Capital

" Florida on its return.

“He's won awards {from around
the world for his work, yet he's so

unpretentious and absolutely
commitied to helping the poor,”
says Gordon, the organization’s
chairwoman.

Working Capital Florida, which
now operates 1n Miami-Dade
County, is in the process of
expanding its reach to Broward
and Palm Beach counties. It hopes
10 have its first loans out in those

_counties by late August.

Enterprise Florida, the state’s
public/private economic develop-
ment agency, is holding a confer-
ence June I on microenterprise

" Man behind microcredit revolution visits S. Fla.

development at the Radisson
Plaza Hotel in Orlando.

MicroEnterprise, an Enterprise
Florida program, has granted
$800,000 10 |7 communily orga-
nizations that will enable them to
make loans and provide training
and technical assistance to micro-
entreprencurs.

“This is the richest country in
the world,” Yunus says. *1 don’t
s¢e why anyone should remain
poor here. You can create your
own job and your own business.”

b ol
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By MIMI WHITEFIELD
Herdld Business Wiiter

When economist Muhammad
Yunus lent $3 to a bamboo
weaver in his native Bangladesh
some two decades ago, he had
ne inkling he was starting the
microcredit revolution.

But that loan grew into a lend-
ing program to the poorest of
the poor, spawned the Grameen
Bank, which now operates in
38,000 Bangladeshi villages,
and eventually led to an interna-
tional movement built on the
idea that the poor can create
their own jobs if given access to
credit.

Yunus, the far:r of the so-
.alled Grameen lovement,
arrives in South Florida today
for a series of speaking engage-
ments and mectings with bank-
ers, foundations, politicians,
university professors and the
media.

This evening he’ll speak at a
dinner organized by Working
Capital Florida, which has
made moare than $300,000 in
very smail loans (average size:
$725) to South Florida entrepre-
neurs with very small busi-

nesses.
Working Capital Florida bor-
rows a page from the Grameen

Bank, which Yunus founded in
October 1983. The bank sought
out borrowers whom traditional
banks shunned because they
were 100 poor and had no credit
history or coilateral.

Now some 2.3 million bor-
rowers later, Grameen Bank has
a loan repayment rate of 98 per-
cent and turns a profit.

Yunus visits South Florida at
a time .when job creation n

Miami-Dade is sluggish and the

Yunus comes to
South Florida at a
time when the
area is strugghing
to find jobs tor
thousands of wel-
fare recipients
wha are making
the transition from
welfare to work.
Microcredit, Yunus
says, can be part
of the solution to
the challenges of
welfara reform,

Very small loans to start
very small businesses

Man behind microcredit revolution visits South Florida

area is struggling to find jobs for
thousands of welfare recipients
who are making the transition
from welfare 10 work.
Microcredit, Yunus says, can
be part of the solution to the
challenges of welfare reform,
Though Bangladesh, one of
the poorest countrics in the
world with a per capita annual
income of just $250, and the

PLEASE SEE MICROCREDIT, 98

PAVEL RATHMANAP
As part of his plans to help the
Bangladeshi paor, Yunus has
launched a project to distribute
celiular phones to thousands of
ramote viliages.

FACTS ABOUT
GRAMEEN BANK

M Loans to the poorest of the
poor.

W Reaches 38,000 of
Bangladesh's 68,000 vilages.

B 2.3 miflion borrowers.

B Lands about $1.5 million per
day to the people of Bangladesh.
B 12,000 employess.

W 98 percent repayment rate.

W 94 percent of loans are to

wOomen.
T ;::722mm
CINDIA
OV
I L
‘ BANGLADESH
TNen

INDIA

Diaka
2 e
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WORKING CAPITAL
FLORIDA DINNER

When: Today. Reception at 6:30
p.m., dinner at 7:30 p.m.

Whare: Wyndham Hotel
Ballroom, 1601 Biscayne Bhd.,
Mismi

Highlights: Muhammad Yunus
will speak, Former Rep, Dante
Fascell, an early supponer of
microcredit, will be honored.
Tickets: $125 a piate (850 for nan-
protit organizations). Call
Woarking Capital Flondas, [305)
§70-1411.

B viacaid tde an
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For. poor:

-Opportunity
= 1o thrive

“M ' Re Juhanne Malveaux's excel-

et May 11 Viewpoints Page col-

o amn, Wha'll fight for the poor?, |

. "faye an answer —. Muhammad

o 2 pnus founder of ‘the :Grameen

' Bank in Bangladesh. Dr. Yunus has

eceived innumerable awards from
Jnonarchs and other heads of state

for his outstanding achievements in
Ttreating opportunities for the poor
to pull themselves out of poverty.

Dr. Yunus is not just a
¢ Bangladeshi hero. He does not
i belong 0 one- country but js a
! world persona who has the caliber
} ofthe greatest world leaders. Yet he
i is a simple man with a sxmple mes-
sage: Give the poor —“especially
women — access to-credit for their
“own businesses, ‘and they will show
the same creativity, ingenuity, and
dedication as the rest of the world’s
entrepreneurs.

Lending onlv to the most desu-
tute. the Grameen Bank is beiny
replicated worldwide. Some 10
million borrowers "are repaying
their loans. setting aside savings.
sending their children to school.
and providing nourishing meals for
their families. A recent study of a
Grameen replication’ in Malaysia
shows that after completing a sec-
and tending cycle. two-thirds of the
women borrowers successfully had
led their families out of poverty
This is remarkable. .

No. Ms. Malveaux, the baton car-
ried by Martin Luther King Ir. and
others has not been dropped. This
“Poor People’s March ™ 1s resound-
ing to the chorus of “We're doing it
ourselves.”

H-bHsen

Muhammad Yunus

GAIL E. NEUMANN
Miamu

fidiior’s Note: Locally, the
croup Working Capual Florida hes
tade loans to shout 400 poor peo-
2lein South Florida Te aspies 1o
fave 3000 borrowers by the vew
20 For more information, cali
F205) 43R-1407
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Credit where it’s due

A | he anly question is, Should he get the Nobel Prize
MUHAMMAD : for economics or peace? That “he,” of course, is
y Muhammad Yunus, whose idea of lending tiny
YUNUS amounts to the most destitute of folks has lifted untold
millions from poverty and its hopelessness.
South Florida is fortunate to have him visiting again.
After speaking at yesterday’s fund-raising dinner for Work-

- ing Capital Florida, a nonprofit group that ably applies his
microcredit model, Dr. Yunus this morning is to tatk with
those trying to spur economic development in South Flor-
ida. Would that all are inspired by his story. '

With a doctorate in theoretical economics from Van-
derbilt University in hand, Dr. Yunus was unprepared for
what he saw when he returned to his native Bangladesh,

‘among Earth’s poorest nations. Entire villages were living
on the edge of starvation, despite peasants working 16
hours a day. In 1976 he lent a few dollars to a woman who
was weaving bamboo stools. Once in business for herself,
she prospered, and he founded the Grameen Bank on the
novel concept of lending money to those who have none.

Today this bank lends half a billion dollars to more than
2.3 million borrowers, 96 percent of them illiterate women
borrowing an average of § 150. Grameen is 90-percent’
owned by its borrowers, has a 98-percent repayment rate
that rivals any commercial bank, and is making a profit.

Worldwide, another six million people now borrow
under the microcredit models popularized by Dr. Yunus.

Poverty, he believes, is among today’s biggest threats to

ch. The antidote is to create financial and other institu-
tions that remove social and economic barriers keeping the
poor from prosperity.

: “We can build a poverty-free world at a fraction of what
we spend on war preparations,” Dr. Yunus has said. “As
long as one single human being 1n this vast world dies of
hunger or fails to take care of the minimum human needs
for survival with dignity, our society will be less than the
society mankind deserves.” Well said, sir.
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WHERE CREDIT'S DUE

think everyone’s heart skips a beat
when meeting a celebrity or a hero.
Last fall I met someone who is both of
these to me—Muhammad Yunus. Along with
20 members from the board, staff and major
donor rolls of the Katalysis North/South

FROM FLORIDA TO
BANGLADESH, MICROCREDIT

[S PROVING TO BE A

POTENT ANTIPOVERTY TOOL,
ENRICHING THE LIVES OF BOTH
BORROWERS AND LENDERS.

Development Partnership—the nonprofit my wife, Wendy, and I founded—I listened with
fascination as the gentle, scholarly Yunus talked about the passion of his life: microcredit.
“Microcredit is not about money,” he said. “It’s about dignity. It's about opening doors.”

Yunus, now 57, was deeply influenced by the civil rights
movement while studying for a Ph.D. in economics at Vander-
bilt University. Confident that young people could change
society, he returned to his native Bangladesh in 1972. There,
he challenged his students at Chittagong University to close
their textbooks and learn about economics by getting
involved with the villagers who comprise 90 percent of
Bangladesh's population.

" After four years of interviewing people in the field, Yunus
identified what he believed was his country's central problem:
Its people had no access to working capital at a reasonable
cost. As an experiment, he made his first loan, in the amount
of $25, to a group of 42 people—which gave them 59 cents
apiece, a small first step out of poverty.

Now, Yunus's Grameen Bank lends $1.5 million each
working day at market interest rates. Grameen's 2.3 million
borrowers are the poorest of the poor—landless, without
credit history or banking collateral. Yet the payback rate of
these customers is astounding: In the past 20 years, 97 percent
of the $2.1 billion loans have been repaid—on time.

More impressive are the social returns. One-third of
Grameen borrowers have moved out of poverty, another one-
third are nearing that point. Four hundred thousand new
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homes (costing from $300 to $600 each) have been built with
Grameen loans. Infant mortality among borrowers is less than
the national average and their voluntary family planning occurs
at twice the national rate. Yunus insists that these positive
changes have happened not because of Grameen, but because
94 percent of the bank's borrowers are women. “When women
get in the driver’s seat, they look around to see what else they
can do to improve their lives,” he told me. “They are the drivers
for change in the family.” I couldn't suppress an dppreciative
chuckle, because this had been my experience as well: Not
only are women good at business, but they also spend the prof-
its on their families, not on themselves.

A couple of years before I turned 50, I made the decision
to begin devoting half my time and resources to service. My
business parmner dubbed it the “50-50 at 50" plan. In 1988,
inspired by reports of Muhammad Yunus and the Grameen
Bank, Wendy and I began experimenting in Honduras with
microloans of less than $100. We quickly saw firsthand why
microcredit is considered to be the most effective develop-
ment methodology since the Marshall Plan. By 1997, Katalysis
was focused exclusively on microcredit. We developed a part-
nership network with local community development organi-
zations, and now have loaned approximately $3 million to
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KATHLEEN
GORDON

ickie Lucas couldn't imagine ever being committed
to a job. For years, just barely squeaking by, she drifted—
working construction, repairing refrigerators and doing sever-
al stints at what she calls the food factories (McDonald's and
Burger King). These days, the single mother of four has a new
attitude: She loves to get up in the morning, amazed to find

herself totally committed to growing her Naranja, Florida,

business, Alvi's Take Out & Catering. Not that it's been easy. “I
used to think business owners were the richest peoptle in the
world,” she says. “Now I know that if they are, it's because
they worked for it.” :

Vickie Lucas is a client of Working Capital Florida, a
microlending organization started by Kathleen Gordon, a
Miami entrepreneur. Like Doiia Ofelia, Lucas willingly recites
the exact amount of each loan she’s received: $500 in 1994 o
prepare her legal papers and buy a fax machine; then $1,000
for supplies; then $1,500 to rent a storefront to move the busi-
ness out of her house. “Tomorrow, I get a loan of three thou-
sand dollars to stock up on inventory for the holidays,” she
says, excited about the money she’ll save by buying in bulk.
Gordon tells all of her clients that credit is like medicine.
“Small amounts cver time make you well,” she says. “Over-
dose on it and you'll kill your credit rating and your business.”

Gordon, 57, developed a complex of art galleries and a
wholesale art business while in her 20s. She then married,
moved to Miami, and turned her boundless energy to lobbying
politicians on hunger, poverty and children’s issues. She ulti-
mately became one of the founders of a grassroots organization
with the unwieldy name of Responsibility for Ending Starvation
Using Legislation, Trim-Tabbing, & Support (RESULTS), which
now has chapters and affiliates around the world.

In August of 1992, Gordon went to Bangladesh to meet
Muhammad Yunus and learn about Grameen Bank. Just days
after she returned, Hurricane Andrew hit, and she was faced
with the kind of death and destruction that had previousty
seemed to happen only in places far away: “Some of us decid-
ed we needed 2 Grameen Bank right here,” she says.

There was initial concern that the microcredit methodolo-
gy, developed by Grameen in Bangladesh and ACCION in
Laun America, would not translate in the U.S. The loans would
have to be much bigger and borrowers would compete in a
more competitive market with many more regulations, which
would negatively affect the repayment rate. But there is now
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$126 million loaned out in the U.S. (through more than 300
programs). Although it's too early for statistical studies, the
anecdotal evidence to date indicates a healthy repayment rate
of approximately 90 percent.

One of the leaders in adapting Grameen-type microcredit
to U.S. conditions is Working Capital, the Massachusetts-
based organization founded by Jeff Ashe. Gordon decided to
become one of its affiliates so she “didn’t have to reinvent the

- wheel,” and got a jump stant with money from the Hurricane

Andrew Recovery Fund and a $50,000 grant from the local
community foundation. Five years later, Working Capital
Florida has $300,000 in outstanding loans and about 400 bor-
rowers, all with household incomes of less than $15,000.
Almost half the borrowers live in south Dade County, which
was hardest hit by the hurricane, but all told they come from
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20,000 borrowers in Honduras, Guatemala and El Salvador.
When I'm asked what our borrowers are like, I tell Dofia
Ofelia’s story. Dofia Ofelia (who is probably in her early 40s,
although like many of the women in this area, she looks 15
years older) owns a small restaurant in San Esteban, high in
the scruffy hills above San Pedro Sula, Honduras, When we
met there recently, I asked how business was. “With the loans
from Nuestro Triunfo Community Bank and the training it pro-
vides, I've built this business,” she said. In rapid-fire Spanish,
she recited the exact amount of each loan: $37, $65, $102 and
$190. “Each time I paid one back, 1 borrowed more and
improved this place.” She looked around at the restaurant:
rough-hewn tables, walls made of white-painted boards; can-
dles on each table not for ambience but to defend against the
village's power failures. Smiling with pride, she toid me of her
plans to expand because she has so many customers. Dofla
Ofelia is a widow with six children—her business success
means that the two still at home will be better clothed and bet-

ter fed and will stay in school longer than their older siblings.
“I need another employee, though,” she tells me.

When I asked what the hours would be, Ofelia said, “The
same as mine. Four in the morning until nine at night, every
day, no days off.” The pay? “Fifteen lempirasa day [$2.17] and
something to eat.”

Although women perform two-thirds of the world’s work,
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they earn only one-tenth its income. And in the Majority
World—the nonindustrialized countries where 80 percent of
the world’s population resides—those are typical wages and
hours for women. The proliferation of large-scale plantation-
grown crops and the increasing population pressures on the
environment mean that women must walk miles farther to find
safe water, firewood and land suitable for farming. And world-
wide cuts in spending on health, family planning and educa-
tion continue to make the lives of women more difficult.

Yet, as Yunus explains, “The basic question these poor
people respond to is, ‘Can I take care of myself” " Dofia Ofe-
lia, like millions of Grameen borrowers, is able to answer with
confidence: “Yes, if | have a chance, I can take care of myself.”

It is this sense of yes, plus the solid results posted by
Grameen, Katalysis, ACCION, Working Capital and several
thousand other nonprofit microcredit lenders around the
world, that makes microcredit the most promising antipoverty
methodology. There are now 8 to 10 million microcredit bor-
rowers worldwide, and the goal of the
1997 Microcredit Summit Campaign is
to provide credit to 100 million of the
world’s poorest families by the year
2005. Increasing numbers of private
and public foundations are rising to
the challenge. Corporations, led by
Monsanto, and banks, including Citi-
corp, Bankers Trust and j.P. Morgan,
recognize the great benefits (humani-
tarian and financial) associated with
microlending. _

Critics, of course, carefully point
out that microcredit is not a2 panacea.
There are many problems, such as lit-
eracy, population, health and environ-
mental issues, that small loans may
help but are certainly not designed to
solve. Thus, it's important for funding
to those areas to be maintained.

A number of individuals from the

MUHAMMAD private sector have devoted significant
m:::‘m working hours and financial resources
wished to understand to making loans available. Recently I
:;lnl'ld esh, they interviewed Kathleen Gordon, Bill
should close their Clapp and Rosalind Copisarow to leam
textbooks and R

study the lives of what motivated them to undertake ser-
the villagers. vice to others through microcredit.
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BILL
CLAPP

ith his striking blue eyes, Bill Clapp has the
appearance of a man who has given himself, and the world he
lives in, a lot of thought. And he has. As chairman of Matthew
G. Norton Co., a family holding company in Seattle, Clapp has
spent much of his life in corporate boardrooms. In 1989, for
reasons hard to explain, he decided to take a six-month sab-

batical, during which he read extensively. He was especially

influenced by Peter Russell's book The Global Brain, which
prompted him to reflect on how 1o best use his personal abil-
ities and his wealth to serve a broader purpose in life. Clapp
stretched his sabbatical from 6 to 18 months, so that he could
do even more thinking. '

“I saw that I'm best as an experiential learner,” he reports.
“If I wanted to be of sefvice, the thing for me to do was get
involved.” A descendant of a distinguished pioneer family in
the Seattle area (his great-grandfather was one of the founders
of Weyerhaeuser, one of the largest timber companies in the
world), Clapp began his service career at a men’s shelter—not
as chairman of its board, but as a volunteer. “That opened my
eyes to a lot of things,” he says.

Clapp’s interest in microcredit turned into action when
RESULTS offered him a free plane ticket to one of their projects
in El Salvador. When he toid his wife, Paula, where he was
headed, she announced that he wasn't going without her. “So
I had to pay some money after all,” he quips.

Clapp found microcredit to be “entrepreneurially exciting
and challenging,” and he and his wife continued visiting dif-
ferent projects in other nonindustrialized countries. “In those
travels we saw a richness of human spirit in circumstances
that 1 would have thought to be completely devastating.”
They thought they were prepared for Bangladesh but were
shaken by what they saw. “It was hard to anticipate the chaos
of masses of humanity, the extreme poverty, the sickness and
the heat in Dhaka,” says Clapp. “But we experienced people's
bravery and ingenuity, especially in the villages where
Grameen was operating.” _

Inspired, the Clapps started their own nonprofit in 1994.
Global Partnerships (GP) may be the only microcredit pro-
gram in the U.S. entirely funded from private sources (mostly
donations from the Seattle business community). In partner-
ship with the Foundation for International Community Assis-
tance (FINCA), a U.S -based microlending organization started
in the early '80s by John Hatch, GP set up a program that
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reached 4,000 women borrowers in Guatemala. “The loans

enable the women to increase their income, save money and
get their families out of poveny,” says Clapp. GP now assists
other microlenders in Central America as well.

Like everyone involved in microcredit, Clapp has experi-
enced setbacks. But he perseveres because it works. “It's not

“like welfare. It's a loan, and it enhances the self-esteem of the

borrowers.” Not surprisingly, it's enriched his own life as well,
which he says has become infinitely more rewarding. “Every
single day thirty-five thousand children die from poverty-
related diseases,” Clapp says. “That's the devastating equiva-
lent of a 747 airplane crash every twenty minutes.” And yet he
estimates that it would take only $25 billion per year for the
next decade to eliminate the worst aspects of severe poverty
worldwide. “Expensive? We'll spend more than that on weight-
loss programs in the U.S. alone in the same period,” he says,
“This is not an insurmountable task; we just lack leadership.”
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17 communities, including Little Haiti and Little Havana.
The challenge for most microlending organizations is o

make enough money from the interest charged on loans to
finance operating expenses. A consortium of local banks
makes loans to Working Capital Florida at 7 to 8 percent—
which they then lend at 12 percent. The point spread funds
some of Working Capital Florida’s operating expenses, but the
mazjority still comes from donations. Gordon is determined to
become self-sustaining, which she figures will take a loan
portfolio of $5 million loaned to 5,000 borrowers at a five-
point spread, “Our program is not charity for our participants;
we don’'t want the organization to be on the charitable end of
things either,” she sdys.

When I asked about her repayment rate, Gordon was char-
acteristically blunt: “Our rate is unacceptable.” Nationally,
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KATHLEEN GORDON (above, and left) in
the kitchen of Alvi's Take Out & Catering.
Ovwmer Yickie Lucas started Alvi's with a
$500 loan from Gordon's Working Capital
Florida.“I've learned that I'm stronger
than | thought | was,” says Lucas.

Working Capital has a 97 percent
rate; the Florida affiliate is some-
where in the B80s. Gordon partly
blames the culture: “Accountability
has not been a strong suit of our
social-service environment.” But she
suggests another reason: 40 percent
of her borrowers are men. Although
Gordon doesn't break out repayment
rate statistics by gender, she's certain
i's better for women. However, in
the U.S., she explains, you can't dis-
criminate against any group if you
receive public money (such as Work-
ing Capital Florida's grant from the
Hurricane Andrew Recovery Fund). Nevertheless, Gordon is
determined to collect delinquent loans. “You know, charity
makes the giver feel good, but it can demean the receiver. It
can create codependency.”

There is certainly nothing about Vickie Lucas that suggests
codependency. When I asked what she'd learned from this
experience, she said, “That I am stronger than I thought I was.”
Lucas says that the greatest thing Working Capital did for her
was to open her eyes to what was possible. She and her moth-
er, Albertha Notice (who is aiso her business partner), have
been busy strategizing. With their stellar credit history, they've
put together a business plan in preparation for making an
application to the Small Business Association for “a big loan,”
Lucas says. “Fifty thousand dollars. Big encugh for us to rent
the space next door and turn it into a real sit-down restaurant.”
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ROSALIND COPISAROW (right,and above)
visits with her client DanutaTrzeciak, who
embroiders banners for the army and the
fire squads.Trzeciak currently employs |2
other women,

couldn’t get it. Suddenly, I had a clear
vision of those entrepreneurs getting the
loans they needed.”

Copisarow admits that she had no clue
as to how she might do this, but she was
struck by the novelty of being directly
involved with the people and businesses
that she loaned to. “Here ! was, making
loans in units of one hundred million—
some deals for chemical plants and oil fields were for a
billion—and I never actually saw where the money went, let
alone the people who put it to use.”

A few weeks later, J.P. Morgan hosted a dinner party for
Polish government officials and Copisarow found herself
seated beside Leszek Balcerowicz, then finance minister.
Curious, she asked Balcerowicz if he had heard of the
Grameen Bank. He replied that he thought it was an extraor-
dinary financial innovation.

“Well, then, what would you think of a crazy foreign
woman bringing the Grameen concept of microcredit to
Poland?” Copisarow asked, not quite believing the words she
heard herself speaking.

He replied, “Rosalind, if you are willing to give up your
career 10 do that, [ promise you I'll give you my support in
every way possible. I'll make introductions, write articles . . . "

“My stomach fell to the floor,” Copisarow remembers, “and
I moaned inwardly, ‘Please don't say that.””

That Christmas, she took a holiday at her family’s cottage on
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the English coast to consider the micro-
credit possibility. One blustery day as she
walked the beach, two images came (o her.
“I saw myself on my deathbed. In the first
image, 1 had always taken the safe option
and despised myself for it. In the second, |
had gone ahead with the microcredit project
and it had failed. It had been a risky venture
and the money was lost. But [ felt good,
because I had given it my best and been
stretched to the limits of my capabilities.”

On July 7, 1994, President Bill Clinton
announced to the Polish Parliament that the
Polish-American Enterprise Fund (estab-
lished under President Bush in 1990) was
donating $24 million to Fundusz Mikro to
launch a microlending institution in Poland.
The founder, chairwoman, and chief execu-
tive officer of Fundusz Mikro was, and is,
Rosalind Copisarow.

“We started with freedom, lots of money
and complete ignorance about what would
work,” she says. With a small staff, she
examined 200 different lending methodolo-
gies—including goat loans, where the first
two female kids to be born were re-lent to
others. “Our object was to discover what
models resonated with the traditions of the country.” They
tested nine pilot models for about a year before deciding on a
program design.

“In addition to individuals, we also lend to small groups of
four to seven people. It's important for borrowers to feel they
have a choice,” says Copisarow. “And we don’t make ideolog-
ical speeches (o them—in Poland, the disillusionment with
ideology runs very deep.”

Fundusz Mikro now has 20 branches lending to 4,000
clients, with a repayment rate that rivals Grameen’s: 98.5 per-
cent of $10 million in loans has been repaid on time. In addi-
tion, 2,000 new jobs have been c_reated and 3,000 former
clients have graduated to the formal economy.

By 2002, Copisarow wants Fundusz Mikro to be self-sup-
porting, with a full banking license. Given what she's accom-
plished so far, there's littke doubt that she will make it happen.
“When I reflect on my previous banking career, it seems so two-
dimensional,” Copisarow says. “It lacked soul. What I do now
has put real meaning in my work—and therefore in my life.” B
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He teils the story of Muhammad Yunus's visit with the

Clapp family in Seattle. At breakfast one day, he asked Yunus
if he had any advice for his 17-year-old son, who was just
about to go to college. “Yunus looked at my son thoughtfully
and said, *Well, Ned, I suggest you think about how you want
the world to be . . . and then set out to make it that way.'”

ROSALIND
COPISAROW

his was the scenario in 1993: Rosalind Copisarow
was 36, with a bachelor’s degree from Oxford and an MBA
from Wharton. She spoke four languages (English, French,
Spanish and Polish), had a dozen years of investment-bank-
ing experience, and had singlehandedly developed J.P. Mor-
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BILL CLAPP (above, and left) takes time off
during one of his frequent trips to Central
America to visit with children in an
orphanage in Salvador City, El Salvador.

gan's business in Poland, where her
position was vice president and coun-
ry officer for Poland. In the previous
three years, she hadn't made a loan
for less than $100 million, and
Morgan was talking about a promotion
to China or India. Then, in a life-
changing about-face, Copisarow gave
it all up for a scratch-start, nonprofit
microcredit operation in Poland,
which meant living in a Warsaw flat
that frequently lacked heat and hot
water, and rising at 4:30 AM. to take
hours-long train rides out of the city
almost every day of the week.

It all began one day while Copisarow was on her regular
British Airways commute from London to Warsaw. “I always
sat in a middle seat, in order to double the amount of market

)

information 1 obtained from my neighbors,” she explains.
“Usually | wore more ‘arty’ clothes and carried women'’s mag-
azines, which made it easier for men to talk to me, to tell me
about their business deals.” But on that fateful day, Copisarow
was dressed in a business suit. She was sitting between two
banking competitors, which meant she couldn't safely take
work material out of her briefcase. Instead, she began to read
the Financial Times, which happened to include a supple-
ment on Bangladesh—with a story on Grameen Bank. “ read
that more than a million of the country’s poorest women had
proven themselves to be more creditworthy than the rich, with
a repayment rate of ninety-six percent on unsecured loans,”
she says. “Meanwhile, in Poland, there were more than one
million microbusinesses that needed money to expand and
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World Bank’s message
to lenders: Think small

By GLENN GARVIN
Herald Staff Writer

MANAGUA — Instead of the
mega-loans of bygone big-govern-
ment eras, multilateral lenders
need Lo concentralc on gelting
sums as small as a few hundred
dollars out into ramshackle little
towns where they may pay a big
peace dividend, World Bank Pres-
ident James Wolfensohn said
Thursday.

“People in these tiny rural com-
munitics don’t care how their’
marke! compares to the rest of the
world,” Wolfensohn said. ““They
want to get some dollars to buy a
few extra cows and pigs and some
machinery to coliect their crops.
They want a road so they can
trade with the next village. . ..

“You must deal with the issues
of rural poverty, and —— depend-

.Bank-funded projects

ing on the country — the rights of
indigenous people, to have
peace,” he said. “You don’t just
have to make international bank-
ers more eflective. You need to
help the people who don't have
enough food.”

Wolfensohn, a former Wall
Street investment banker, made
his comments in an interview with
The Herald during an overnight
stop in Nicaragua, halfway
through a week-long tour of six
Central American countries.

Wolfensohn is meeting with
local leaders as well as getting an
up-close look at some World
in the
region. There also has been some
unplanned excitement: In Nicara-
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World Bank’s message to lenders: Think small

BANK, FROM 1C

gua alone, he had to dodge a tor-
nado, fly in a helicopter with a
broken fuel tank, and endure an
hour-long blackout at his hote! in
sweltering 95-degree heal.

The tornado and broken fuel
tank were part of a visit to a rural
zone in northwestern Nicaragua
where the World Bank is provid-
ing small loans of up to $600 1o

local agricultural producers, pre-
cisely the kind of smail-scale pro-
ject Wolfensohn said the bank
needs to do more of.

“There are 1.3 billion people in
the world living on less than $1 a
day,” he said. “And there are 3
billion people living on less than
$2 a day. ... Obviously a single
big project doesn’t get to a billion
people. You've got to spread it
out; you've got to distribute the

lending.”

That wasn't always the way the
World Bank looked at things,
Wolfensohn acknowledged. For
years, Lhe philosophy was the
more loans the better, no matter
how much red ink got splashed
around on the ledger sheets of
small developing countries with
dubious ability 10 repay. More
money didn’t necessarily mean
better.

Nicaragua — with a foreig
debt of $6 billion, one of the high
est per-capita debts in the worl
- 15 a prime example of wha
sometimes resulted.

“The bank has been changing .
lot in terms of recognizing tha
there needs to be a balanc
between large nfrastructure pro
jeets, which you still have to do
and smali things targeted on com
munities,” he said.
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For Europe’s Jobless, Self-Employment Might Work

By Flora Lewis

ARIS —— Muhammad Yun-

us — the Bangladeshi pro-
fessor who, 21 years ago,
launched an effective world-
wide movement to reduce
poverly by handing out $27 in
lvans — has a certain disdain
for the way indusirial stales, es-
peaially those in Europe, are
dealing  with their chromc
massive unemployment.

**The world has forgotten the *

human tradition of self-employ-
ment,"” he says. ‘*When people
lived in caves they went oul to
help themselves. There was no
stale 1o ask for help.”

His Grameen Bank, now
copied by 458 programs serving
nearly 15 million borrowers on
all continents, 15 deliberately
aimed al helping the very
poores! ciimb onto the econom-
ic Jadder. The thesis is micro-
credit- very small loans to

people who have pothing to
start with but who want to help
themseives.

It has proved self-sustaining,
They pay back at the rate of 98

rcent, which any commercial
Egnker would envy, and go on
from there.

There has been little effort to
adapt the idea to the very dil-
ferent circumstances in indus-
trial countries, where the an-
swer to unemployment has
become benefits until jobs are
created. But it is an idea well
suited to changing modern
economies, as well as 1o the
fight against endemic poverty.

The notion of jobs, after all. is
a direct consequence of the In-
dustrial  Revolution.  People
have always labored, but it wis
not until production began to be

organized around the machine
that they needed a job, somcone
to assign them a place in the
organization and someone to
pay them for i,

The new economic revolu-
tion reopens the question. Big
factories and offices are laying
oft workers, but the possibilities
for self-employment have been
litle explored. The assumption
is that someone must hire you.

Great pools of skill and
knowledge are Jeft unmapped
when people are told they must
look for a job but cannot find
one. Mr. Yunus is convinced
that the magic breakthrough
ol is credit — microcredit —
at commercial rates but without
the commercial requirement of
collateral or existing earmings.

Two more elements would be

necded to bring broad-scale re-
sults in industrial countries.

One would be the provision of
advice on how to do business, sel
prices and so on, The U.S. Smali
Business Administeation gives
sorne successful examples, but a
bag new burcaucracy is not nec-
exsary. With earlier retirements
and tonger life spans, there are
many people who would be glad
to volunteer as a kind of com-
mercial godparent 1o the woukd-
be self-employed.

Mr. Yunus thinks the bene-
ficiaries should pay for the ad-
vice, even a tiny amount, so that
they value i,

The  second  requirement
would be an impertam reform
of the huge jumble of regula-
tions, hicenses, permits and so
onthad Countries IMpose on new
small businesses.

It s worth serious consid-
eration France s anexample of
a country where prowth has re-
sumed, with good economic in-
dicators, but where job otfers
have not. Unemployment re-
mams stuck at more than 12
pereent.

The distress has brought a
new kind of confrontation. The
unempfoyed have organized to
demand more benehits, in ef-
lect secking  recognition of
thesr phght as 2 new kind of
soctal status

Ity w striking contrast wath
the slopan of the (KK revo.
lunon, recalted now on the 150th
aversary of the founding of

France’s short-hved Second Re-
public. The demand at the har-
ricades then was “the night o
waork instead of to chanity.™

The government has prom-
ised to provide 150HI0 new
jobs for wnemployed yourh and
proclams that s legiskation 1o
impose a 35-how workweck
will lead 10 a Lirge number of
new hies. The response has
been highly skeptical Mean-
while, b notdomy any thing 1o
encourage self-emplovment,

Of course. there exists o cat-
egon of selt-employment on a
large scale in many countries:
the black market.

Ul should be called the
golden market.” savs M Yun-
us. Governments do not ke ot
because 1t escapes faxes aimd
regulstion. He suggests that on
der a1 cernon maxanmum, scll-
employed people whoe do not
hite others should b treed from
taxes Itowoukd cost fess than
paying unemployment benefits
and supporting make-work,

Microcredst has proved us
worth among the poorest. It
should be given a chance
break the unemployment um-
passe n countnies obliged o
shift o postindusinal ceonomie
structures The capacits 1o do
useful work is there That 15 nat
necessanly  synonymous with
having ajob The alwemasive i
selt-enmiployment and tas form
of creditis needed 10 ke that
possible for i bot more people

Flowidan
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Small loans, big results

: C ollapsing Asian SN O 131 loan.

X economies and any borrowers are
: their domino "Icnocnw" PROGRAMS single mothers, mostly
effect have caused Loans as little as $500 blacks and Hispanics.
a.{arm lately. Much to spawn entreprencurs and Iyp:cal " IIS V:clé:c
-blame is “crony capi- . ucas, who leveraged a
‘tiTism." which not Aan alternauve to poverty. gsg0ioan in 1994 into

only thrived on bad
logns to friends of those in power, but
made the rich ncher whilc further mir-
ing the poor in poverty.

.~Yet another financial philosophy
fom Asia promises just the opposite, an
.antidote to savage capitalism. Microcre-

‘it programe, in which tiny amounts are

_5t to nontr-ditional borrowers, have
proved to be an exceptionally sound
lending practice while encouraging the
poor to build businesses and income.

" A year ago a Microcredit Summit in
Washington, D.C., rallied 3,000 people
from 137 countries toward the goal of
reaching 100 million people, es iallty
women, with these tiny loans i%:c seif-
employment by 2005. That’s an ambi-
tious stretch from the eight million to 10
million people woridwide now in micro-
credit programs.

_Pioneered by Muhammad Yunus and
his Grameen in Bangladesh, the
mucrocredit concept has spread and
adapted — even to urban South Florida.
Working Capital Florida, a local non-
profit group patterned on the Grameen
“nodel, serves some 350 businesses in
‘Mlami-Dade. Loans average $725
%mtcrpationa!ly it's $150) and are paid
back in less than a year. Borrowers are
Organized into groups, cach with a busi-
hess adviser. e entire group must
approve every microloan to individual
members. Default rates are extraordi-
wnarily low, because no group member
gets more credit should another defautlt

Alvi's Take Out and
Catering in Naranja. She now is expand-
ing with a $50,000 loan through the U.S.
Small Business Administration. The
beauty of microcredit, Ms. Lucas says,
“is not just the loans but the education
about business.”

A new three-year, $450,000 grant
from the Mott Foundation will aliow
Working Capital Florida to expand its
good work into Broward and Palm
Beach, says Kathleen Gordon, its presi-
dent. Support from other private
sources, commercial banks, and state
and federal governments would help the
group grow turther.

Certainiy the goal is worthy. Working
Capital Flonda and other microcredit
programs push economic opportunity
toward the people who need 1t most. As
Ms. Gordon aptly suggests: “The real
economic engine wiil be from the bot-
tom up, not from the top down.”
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Microcredit bill to stress under-$300 loans

Thank you for your excellent Feb.
21 editonial Small loans, big results
about bottom-up economic develop-
ment through microcredit for self-
employment. Millions of the world's
poor have pulled themselves out of
poverty with such small loans.

Congress has been increasingly
impressed with the positive results of
microcredit, and foreign-aid dollars
have been channeled into microcredit
programs in developing countries
since 1987,

However, the U.S. Agency for Inter-
national Development recently
reported that microcredit spending

‘has declined since 1994. The latest fig-
ures available (1996) show that
scarcely 38 percent of total micro-en-
terprise funding went 1o anti-poverty
lending programs.

The only way to ensure that for-
eign-aid dollars go where Congress
recommends is to require it by law. A
new bill to be introduced soon in Con--
gress will specify that half of total
microcredit funding go to programs
making loans of less than $300. This is
not a call for increased-foreign aid dol-
lars, but for aid more wisely spent.

STEPHANIE NEUMANN
Miami

Wlson RESULTS Col



Center for Youth
after school tutoring at

Betances & Sanchez Schools

Readers Club
Camp Center City

Peter’s Retreat
supportive AIDS residence
seattered site housing

248 Laurel Streer
transitional liviag for those
with severe mental illness

Social Services
emergency food and fuel
for famiiies in crisis

WESP
on stie and horme delivered
meals to seniors
on the weekend

Center for Hope
breakfast. lunch five days
a week for homeless

CHURCHES

Federal Reserve Board
Federal Reserve Bank of New York
Public Meeting Regarding Citicorp and Travelers Group
June 25, 1998

Members of the Federal Reserve Board panel, my name is Paul Christie. | am the
Executive Director of Center City Churches, Inc.

Center City Churches is a not for profit, non-sectarian, human services agency in
Hartford, CT. Started in 1967, we are now comprised of twelve congregations,
representing ten religious traditions.

Our mission is to be a partnership of congregations, institutions and individuals
which cares for the city by finding innovative and effective ways to help Hartford’s
neediest residents work toward self-sufficiency.

Since our beginning, we have relied on active partnerships to fulfill our mission.
Today, with the help of over 400 volunteers annually, dozens of corporate,

foundation, public and private commitments, we operate six programs. Among
them:

Peter's Retreat, the first and largest AIDS housing program in CT.

Laurel Street, the only state licensed group home for the chronically mentally ili in
Hartford.

Center for Hope, offspring of the first soup kitchen in the city.

Center for Youth, the most comprehensive school tutoring and arts enrichment
program in Hartford, serving over 400 children weekly.

The Travelers Group, Inc. plays a pivotal role in helping us fulfill our mission. Here
are some of the ways Travelers puts energy into being a community partner with
Center City Churches:

Travelers is providing a three year grant for the Center for Youth which enables us
to doubie the number of children we serve by adding a second school to our
program.

Travelers purchased a van so we can transport our program participants safely.
Travelers donates staff time to find office space for our agency and secures
furnishings for the space; consultations to revise our personnet policies and

upgrade our pension plan, excluding themselves from being considered as a
vendor.

Celebrating Three Decades

100 Constitution Plaza, Suite 721, Hartford, Connecticut 06103-1721
Phone: 860-728-3201 Fax: 860-549-8550

L.



Federal Reserve Board
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June 25, 1998
Center City Churches, Inc. Testimony, page two

Travelers recruits board members and schoot tutors.

This Spring, Travelers developed an ongoing art gallery in their offices to display our
students’ work and that of their employees and other community groups; building bridges
between the neighborhood and the Board room. Already, Travelers personnel have
purchased some of the students’ work and underwritten an Artist's Residency at both
Betances and Sanchez Schools.

My daughters’ crew experiences in college illustrate what | am trying to say about
Travelers as a community partner. Every seat has a name and a task in crew. The
“Stroke” is the team member who sets the pace for the boat. By example, all the other
rowers align themselves with him or her. The “Stroke” sets the standard. In Center City
Churches' experience, Travelers is the corporate “Stroke” for community involvement.
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My name is Carol Aranjo and I represent the National Federation
of Community Development Credit Unions. The National Federation of
CDCUs represents 170 credit unions that specialize in serving low-
income and minority communities in 40 states. Our members are
located both in urban and rural areas. Many of our member credit
unions have served their communities for decades -- in some cases, for
as long as fifty years.

Our credit unions serve people and communities who have often
been ignored or neglected by banks. For the most part, the members of
CDCUs have small savings and need small loans. Sometimes they have
credit histories that would make them unacceptable to banks. Serving
this market i1s not very profitable, which 1s why many banks have
retreated from our communities.

Our community development credit unions, or “CDCUs,” have
decades of experience in trying to fill the banking gap, and bringing

services to the underserved. But it’s not an easy job, by any means. It



can take many years and enormous sacriftce for CDCUs to achieve the
levels of assets and capital they need to serve their members adequately.
Often, our credit unions need help getting to those levels.

Citibank has provided that kind of help to the CDCU movement.
It’s not always easy to convince a bank that it should help institutions
which some bankers call “competitors” — namely, credit unions. But
Citibank looked beyond this, to the needs of low-income communities.
They decided that if their bank’s presence wasn’t sufficient in a
community, it would be important for low-income people to have
access to a CDCU, an accessible, nonprofit financial institution owned
by the community itself.

So, in 1996, Citibank made a contribution of more than $1 million
to the CDCU movement, to help our credit unions carry out their work
of serving low-income people. Through the National Federation’s
Capitalization program, these grant funds have helped build the net
worth, or equity capital, of our CDCUs, which is crucial since our credit

unions are government-regulated financial institutions. Citicorp’s grant



was the largest of its kind by any bank. Citicorp helped us help CDCUs
in New York, but also in all the other cities and rural areas where
Citibank had a presence. The program was bold, innovative, and most
helpful to us.

In many other ways, large and small, Citibank has helped CDCUs
and the National Federation with our work. Whether it was producing
marketing material, providing consultants, developing training
programs, or thinking through strategies to better serve low-income
people, Citibank and its staff helped. Sometim  they didc.i’t even wait
to be asked, but freely volunteered their assistance.

We hope that this kind of assistance will continue in the future.
We expect that it will. Citibank’s continuing investment and
involvement are going to be very important in our work of bringing
community-owned financial services to increasing numbers of low-
income communities and consumers.

Thank you for your attention. I would be pleased to answer any

questions.

i



